ALVORD AND ALVORD
ATTORNEYS AT LAW
018 SIXTEENTH STREET, N.W.
SUITE 200
WASHINGTON, D.C.
ELIAS C. ALVORD (1942) 20006-2973
ELLSWORTH C. ALVORD (1964)

OF COUNSEL
URBAN A LESTER

(202) 393-2266
FAX (202) 393-2156

November 26, 1997 Ib “
" RECORDATION NO. 2.1 FLED &
NV26: -5

Mr. Vernon A. Williams 697 10-5-1AM =
Secretary o
Surface Transportation Board : -
Washington, D.C. 20423 =
-

Dear Mr. Williams:

Enclosed for recordation pursuant to the provisions of 49 U.S.C. Section
1301(a), are two (2) copies of a Security Agreement, dated November 20, 1997, a
primary document as defined in the Board’s Rules for the Recordation of Documents

The names and addresses of the parties to the enclosed document are:
Debtor: Bound Brook & Raritan River

Railroad Company, Inc.
PO Box 200

105 John Ringo Road
Ringoes, NJ 08551

Secured Party: Charter Financial, inc.
153 East 53" Street

New York, NY 10022
A description of the railroad equipment covered by the enclosed document is

two (2) locomotives bearing reporting marks and road numbers BRW 752
and BRW 820.
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s Mr. Vernon A. Williams
November 26, 1997
Page 2

Also enclosed is a check in the amount of $24.00 payable to the order of the
Surface Transportation Board covering the required recordation fee.

Kindly return one stamped cop of the enclosed document to the undersigned.
Very truly yours,
T
Robert W. Alvord

RWA/bg cee (] Via
Enclosures /50 ’7[‘
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RECCRIATION NO. Z\ 06‘:“_50

NOV 2 6 '97 10-51AM
SECURITY AGREEMENT

THIS SECURITY AGREEMENT is entered into this 2bth day of November , 1997, by
and between Charter Financial, Inc. (hereinafter “Secured Party’”) and Bound Brook & Raritan River
Railroad Company, Inc. (hereinafter “Debtor™).

WHEREAS, Belvidere & Delaware River Railway Company, Inc. (hereinafter “Obligor’)
desires to enter or has entered into certain leases of personal property, loans and/or security
agreements and/or other agreements (hereinafter collectively, the “Agreement”) with Secured Party;
and

WHEREAS,Secured Party has required, as a condition of entering into the Agreement, that
Debtor pledge the Collateral (as defined below) as additional collateral security for the payment and
performance of Obligor under the Agreement and for all other indebtedness and obligations of
Obligor of every kind to Secured Party;

NOW THEREFORE, in order to induce the Secured Party to enter into the Agreement and in
consideration of $10.00 and other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the Secured Party and Debtor hereby agree as follows:

1. Debtor grants to Secured Party a security interest in the following (together, the
“Collateral):

oTY. ROAD # DESCRIPTION

1 EMD NW-2 1000 HP Diesel Locomotive
2w 820

1 BRW 752 : EMD GP-9 1750 HP Diesel Locomotive

and all additions, substitutions, replacements and proceeds of the foregoing.

2. Said Security interest shall always secure: ( a) all of Obligor’s present and future
indebtedness to Secured Party of every kind, including, without limitation, indebtedness arising in
connection with any leases of personal property, loans and notes and whether or not such obligations
are held by Secured Party or assigned to a third party assignee (in which case the assignee shall have
the rights of Secured Party to the extent of the obligations so assigned); (b) all other existing debts
and liabilities of Obligor to Secured Party; (c) all future advances made by Secured Party to or for
the account of Debtor, including advances for rent, insurance, storage, repairs to and maintenance
of the Collateral, taxes, and discharge of any other lien, security interest or encumbrance; (d) all
other indebtedness, liabilities, undertakings and obligations, however created direct or contingent
(including guarantees), arising or acquired by Secured Party, which Obligor may now or hereafter
owe to Secured Party; (e) all costs and expenses incurred in the collection of any of the foregoing,
including reasonable attorneys’ fees, as hereinafter mentioned; and (f) without limiting any of the
foregoing, all undertakings, guarantees, debts, liabilities and obligations of Obligor to Secured Party.

3. Debtor warrants, covenants, and agrees that: (1) Debtor is the sole owner of the
Collateral free from any lien, security interest or encumbrance (except for the security interest
granted with regard to the Purchase Money Security Agreement dated September 26, 1995 which
security interest shall have priority to the security interest granted hereunder), has the right to grant
Secured Party a security interest therein, and will defend the Collateral against the claims and
demands of ali persons; (2) Debtor shall not sell, lease, encumber, remove, conceal or grant or permit
any further security interest in the Collateral, nor part with possession of any thereof, nor permit the
same to be used for hire nor in violation of any law or ordinance; (3) Debtor shall maintain the
Collateral in good condition and repair at Debtor’s sole expense; (4) Debtor will pay all taxes levied
on the Collateral, and will make due and timely payment or deposit of all Federal, State, and local
taxes, assessments or contributions required by law and will execute and deliver to Secured Party,
on demand, appropriate Certificates attesting to the payment or deposit thereof; (5) No financing
statement covering the Collateral, or any part thereof, is on file in any public office, and Debtor’s
present or hereafter acquired Collateral is and shall not be or become subject to any purchase-money
or other lien or security interest except in favor of Secured Party; (6) Debtor shall procure and



maintain insurance on the Collateral for the full term of this security agreement, against the risks of
fire, theft and such other risks as Secured Party may require (including the risk of collision in case
any part of the Collateral is a motor vehicle) by insurers satisfactory to Secured Party, and shall
deliver to Secured Party a fully paid policy or policies of insurance properly endorsed in favor of
Secured Party. The Debtor hereby irrevocably appoints the Secured Party as its attorney-in-fact, to
institute any action or proceeding necessary or proper for the recovery and collection of any moneys
that may become due under the aforesaid policies of insurance and to discharge, compound or release
any claims and to execute, acknowledge and deliver any instruments under said policies of insurance
and further to endorse the name of the Debtor to any check, draft or other instrument given in
payment or in liquidation of any claim under the said policies of insurance, and to perform every
other act and thing under said policies of insurance; (7) Debtor will permit Secured Party to inspect
the Collateral at any time; (8) Loss, theft, damage, destruction or seizure of the Collateral shall not
relieve the Debtor from the payment of any indebtedness secured hereby; (9) The Collateral is not
now and will not hereafter be so affixed to realty as to become a part thereof or a fixture except as
may be set forth on the schedule annexed; (10) The execution and delivery hereof, if Debtor is a
corporation, has been duly authorized by all necessary action of Debtor’s directors and shareholders;
(11) Secured Party is authorized to execute on Debtor’s behalf and file, at Debtor’s cost, such
financing statements and other instruments or documents as may be necessary to perfect and protect
Secured Party’s security interest; and (12) In case of Debtor’s default in performing any warranty,
covenant or undertaking hereunder, Secured Party may (but shall not be obliged to) procure the
performance thereof and add the cost thereof, with interest, to the indebtedness secured hereby.

4. The occurrence of any of the following events or conditions shall, at the option of
Secured Party and without notice or demand, constitute an event of default hereunder: (1) Default
in the due payment of any indebtedness secured hereby; or (2) Failure of Debtor to perform any
covenant or undertaking on Debtor’s part herein or in any other agreement now existing or hereafter
made with Secured Party, or now or hereafter held by Secured Party; or (3) Failure of Obligor to
perform any covenant or undertaking on Obligor’s part under the Agreement or any other default by
Obligor under the Agreement or any other agreement now existing or hereafter made with Secured
Party, or now or hereafter held by Secured Party; or (4) Breach of any warranty or falsity of any
representation made by Debtor or Obligor to Secured Party; or (5) Attachment or seizure of or levy
upon the Collateral; or (6) Institution of any proceeding by or against Debtor or Debtor’s business
under any bankruptcy or insolvency statute, or Debtor’s assignment for benefit of creditors, or the
appointment of a receiver for Debtor or the Collateral, or the filing of a tax lien notice against Debtor
by any taxing authority; or (7) Reasonable insecurity of Secured Party; or (8) Loss, theft, substantial
damage, destruction, sale, encumbrance, concealment, removal, or forfeiture of the Collateral or any
material portion thereof.

5. Upon the occurrence of any event of default hereunder or under the Agreement,
Secured Party may declare all Obligor’s indebtedness secured hereby immediately due and payable,
and thereupon Secured Party shall have the right to take possession of the Collateral and shall have
all other rights and remedies of a Secured Party under the Uniform Commercial Code. Unless the
Collateral is perishable or threatens to decline speedily in value or is of a type customarily sold on
a recognized market, Secured Party shall give Debtor reasonable notice of the time and place of any
public sale thereof or of the time after which any private sale or other intended disposition thereof
is to be made. Debtor agrees that the requirements of reasonable notice shall be met if notice is
mailed to Debtor at the address of Debtor shown above not less than five (5) days prior to the sale
or other disposition. Secured Party may require Debtor to assemble the Collateral and make it
available to Secured Party at a place to be designated by Secured Party which is reasonably
convenient to both parties. Secured Party is authorized to maintain, sell, or dispose of the Collateral
on the premises of the Debtor. Secured Party’s rights and remedies shall be cumulative and not
alternative. Debtor agrees that Secured Party muay be the purchaser at any public or private sale.

6. If Debtor defaults hereunder or if any of the Secured Party’s rights hereunder are
challenged or contested, or if Obligor defaults on any of its obligations under or commits any breach
of the Agreement or any other agreement between Obligor and Secured Party, and/or upon
termination of this Agreement, then upon the occurrence of any of the above contingencies, Secured
Party is hereby given the unqualified right to retain counsel for any of the following purposes (1) to
protect its interest in this Security Agreement (ii) to protect, assemble, sell, or foreclose any of the
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equipment chattels, inventory, instruments, documents, chattel paper, general intangibles or other
collateral now or hereafter pledged to it (iii) to collect any money which may become due under this
Agreement (iv) to otherwise seek in any manner to protect, defend and enforce Secured Party’s rights
hereunder or elsewhere contained, or collect any moneys or obligations due Secured Party from
Obligor. If Secured Party retains counsel for any of the purposes aforementioned, Debtor agrees to
pay reasonable counsel fees and such counsel fees and all disbursements incurred by Secured Party
including but not limited to all costs, charges, premiums, fees of Court and Public officers and other
disbursements and expenses incurred by Secured Party in connection with the enforcement,
proceeding, collection, sale or suit involving any of the aforementioned purposes shall be paid by
Debtor on demand; and the amount thereof shall be added to the indebtedness secured by this
Security Agreement and shall be secured by the lien given Secured Party by this security instrument.

7. That the Debtor as further additional collateral security, by these presents assigns to
the Secured Party all of the Debtor’s present and future rights to any and all payments, checks and
drafts, now made or hereafter to be made by any insurance company pursuant to any contract of
insurance or indemnity now or hereafier in existence regardless of whether or not the Secured Party
is named as Secured Party and/or Mortgagee, and/or Loss Payee in said present or future insurance
policy or policies. The rights given to the Secured Party hereunder are coupled with an interest and
cannot be revoked by the Debtor. Each present and future insurance carrier is hereby authorized and
directed to make all payments, drafts and checks payable to Secured Party with the same force and
effect as if the same were paid directly to the Debtor.

8. (a) That as further additional collateral security for the repayment of all present and
future obligations of Obligor to Secured Party, the Debtor agrees that any security interest (including
the security interest created hereunder) and/or mortgage and/or pledge of any property, whether of
like or unlike nature, which Secured Party may now or hereafter have in, to and of any of Debtor’s
present or future property or assets, of any type or nature, shall at all times be and remain additional
collateral for the prompt fulfillment by Obligor of all its present and future obligations hereunder or
elsewhere contained.

(b) The words, “debts”, “liabilities”, “indebtedness™, “obligations”, or “undertakings”,
whether singular or plural, whether capitalized or not and whether used alone or collectively,
whenever used herein shall be deemed to include without limitation all loans, advances, debts,
liabilities, undertakings, obligations, guarantees, covenants and duties owing by Obligor to Secured
Party or Secured Party’s subsidiaries, of every kind and description (whether or not evidenced by any
note or other instrument and whether or not for the payment of money), direct or indirect, absolute
or contingent, due or to become due, now existing or hereafter arising, including without limitation
any undertaking, guarantee, debt, liability or obligation owing from Obligor to others which Secured
Party or Secured Party’s subsidiaries may have obtained by assignment or otherwise, and further
including without limitation, all interest, fees, charges, expenses and attorneys’ fees chargeable to
Obligor’s account or incurred by Secured Party or Secured Party’s subsidiaries in connection with
Obligor’s account whether provided for herein or elsewhere or in any other agreement between
Obligor and Secured Party.

o. This Security Agreement shall be made, construed and enforced according to the laws
of the State of New York. Waiver of any default shall not constitute waiver of any subsequent or
other default. All rights of Secured Party shall inure to the benefit of its successors and assigns, and
all obligations of Debtor shall bind his or its heirs, executors, personal representatives, successors
and assigns. ‘

10. So long as Obligor is indebted to Secured Party, Debtor will make no loans, advances
and guarantees to or for anyone, nor shall Debtor purchase the stock or assets of any other business,
nor shall Debtor purchase any of its own stock without first obtaining the written consent of Secured
Party. Furthermore, as long as Obligor is indebted to Secured Party, Debtor will not terminate any
Security Agreement that it may now have or hereafter enter into with Secured Party. All security
interests now or hereafter held by Secured Party, whether of like or unlike nature, shall always
remain as collateral for all present and future obligations of Obligor to Secured Party and Secured
Party shall be under no obligation to terminate any of its liens or security interests or surrender any
collateral until all obligations of Obligor to Secured Party are paid to Secured Party in full. In the
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event of litigation over any matter connected with this Agreement or resulting from transactions
hereunder, the right to a trial by jury is hereby waived by both parties.

11. Nothing herein contained shall be deemed to change, vacate, modify or terminate any
of the obligations of Obligor to Secured Party, or extend the time of payment of any of said
obligations wheresoever or however said obligations arise, or decrease or impair any rights or
remedies Secured Party may have under any other lien or security instrument or any collateral therein
mentioned.

12. The Debtor shall maintain a system of accounts established and administered in
accordance with generally accepted accounting principles and practices consistently applied; and
within thirty (30) days after the end of each fiscal quarter, deliver to Secured Party a balance sheet
as at the end of such quarter and statement of operations for such quarter, and within one hundred
and twenty (120) days after the end of each fiscal year, deliver to Secured Party a balance sheet as
at the end of such year and statement of operations for such year, in each case prepared in accordance
with generally accepted accounting principles and practices consistently applied and certified by
Debtor’s chief financial officer as fairly presenting the financial position and results of operations
of Debtor, and, in the case of year end financial statements, certified, by an independent accounting
firm acceptable to Secured Party

13. This Security Agreement shall be deemed to have been made in New York County,
N.Y. and shall be governed by the laws of the State of New York except for local recording statutes.
As part of the consideration for Secured Party executing this Security Agreement, Debtor agrees that
all actions or proceedings arising directly or indirectly from this Security Agreement shall be
litigated in courts having situs within the State of New York and the Debtor hereby consents to the
jurisdiction of any local, state or federal court located within the State of New York and waives any
claim that such forum is inconvenient, and further waives personal service of any and all process
upon Debtor herein, and consents that all such service of process shall be made by certified mail,
return receipt requested, directed to Debtor at the address hereinabove stated, and service so made
shall be complete two (2) days after the same shall have been posted as aforesaid.

Dated: November 20. 1997 Debtor: Bound Brook & Raritan River
ailroad Company, Inc.

By: R&( V{tenopt

e and Tille)

Secured Party: Charter Financial, Inc.

By: T O N:»m—ﬁ ve

(Name and Title) 1/ccé& /A2FES

RMC:s-ldd-belvidere-3451-pms.sec



FAX TRANSMISSION
CHARTER FINANCIAL, INC.
153 E. 53RD STREET
NEW YORK, NY 10022
(212) 805-1054
Fax: (212) 805-1050

To: Mr. Bob Alvord, Esq.
Fax No. (202) 393-2156

From: Al Berger
Charter Financial, Inc.

Date: November 25, 1997

Subject: Purchase Money Security Agreement No. 3451 dated November 20, 1997
Security Agreement dated November 20, 1997

Pages: 3 (including this cover sheet)

Attached are the first pages to the above mentioned agreements for the Cheshire locomotive.
Two copies of each agreement with notary pages attached will be sent to you today via FedEx.

Please feel free to call me at (212) 805-1054 should you have any questions.
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STATE 01%/

., }SS:
COUNTY OF Vé'}

On thlS / (% day of W 5 1997 before me, personally appeared

710 e personally known, who being by me duly sworn, says that
he is thgf/ 2%/ of Bound Brook & Raritan River Railroad Company, Inc., that
the foregoing agreement was signed on behalf of said corporation on the date hereof by authonty of
its Board of Directors; and he acknowledges that the execution of theforeg\omg agreement was the
free act and deed of said corporation.

Loz 7/ 5
Notary Public
NOT Rﬁr"lﬁlé'?}ﬂ‘EIT(;r %};’% ERQINJE&@E%’
SEAL A :
( ) MIissios W% M{, Z ’ @@?
STATE OF }
}ss:
COUNTY OF }
On this 20th day of _November , 1997 before me, personally appeared
Rerian Twome y to me personally known, who being by me duly sworn, says that

heisthe Vice President of Charter Financial, Inc., that the foregoing agreement was signed
on behalf of said corporation on the date hereof by authority of its Board of Directors; and he
acknowledges that the execution of the foregoing agreement was the free act and deed of said

corporation.

STEWART ABRAMSON i
Notary Public, State of (New York Notary Public
Q meg QZNBSISW?%
ualified in Rockland Coun
(SEAL) Commission ‘Expires Feb, 21, 12,}‘?
RMC:s-1dd-belvidere-bound-rr-notary.pg (company)



